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An Air Canada passenger prepares to enjoy a First Class meal prepared in a Cara flight kitchen. 
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Message from the Chairman: 


It is pleasing to see the maturing financial results stemming from our carefully made plans. The 
past fiscal year has been the most successful in the history of our business. We look forward to 
continued steady progress. 


In our service industry we rely on the goodwill and continuing loyal support of all our employ- 
ees. We thank each one of them for their devotion to duty. 


The continued support of our shareholders is deeply appreciated. 


Paul J. Phelan 
Chairman of the Board 


June 5, 1980 
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President’s Report to the Shareholders 


In a year of increasing interest rates, inflation and higher federal and provincial 
income taxes, Company sales and net profit increased to record levels. With contin- 
uing strong performances from Swiss Chalet, Harvey’s and airport operations, sales 
increased to $272,108,000, a 23.6% increase from $220,083,000, and net profits rose 
38% to $10,412,000 up from $7,558,000. 


As reported previously, sales and profit for the six months were ahead 24.7% and 
56.8%, respectively, fromthe previous year. During the latter six months sales 
increased by 22.6% and profit by 14.3%. Earnings are traditionally lower during the 
second half of the year, but there were several additional adverse factors this year. 
Increased borrowings of $22,500,000 to finance the purchase and cancellation of out- 
standing warrants for common shares of the Company added $1,140,000 to our inter- 
est cost, and increases in bank prime interest rates during this six months period from 
13% to 16.5% resulted in further interest charges of $380,000 on existing loans. 


Capital expenditures totalled approximately $24,000,000, up from $12,000,000 in the 
previous year. Over $18,000,000 in capital expenditures were incurred by our subsidi- 
ary, Foodcorp Limited, as the expansion programs for the Swiss Chalet and Harvey’s 
divisions gained momentum. Seven new Swiss Chalet restaurants were opened, bring- 
ing the total number of units to 32, and a further 9 Chalets were under construction at 
the year-end which will open in the first quarter of the current fiscal year. Harvey’s 
expanded seating and renovation program continued and 7 new locations were 
opened, bringing the total of Harvey’s units to 90. At the year-end another 11 units 
were under construction which, again, will open during the first quarter. 


Some deferment of previously planned capital expenditures for other Swiss Chalet 
and Harvey’s outlets has been made recently. However, due to the high level of con- 
struction in progress, this deferment will not reduce expenditures until the latter half 
of the year. As a result, only 10 new Swiss Chalet restaurants will be opened this year, 
of which 9 are planned to open during the first quarter. Similar reductions have also 
been made in this year’s Harvey’s expansion program. 


Planned capital expenditures by the Cara divisions will cover to a great extent 
replacement and renewal of existing fixtures and furnishings. However, there will be 
limited new facility additions to the Calgary, Edmonton and Toronto airport restau- 
rant operations. The Winco division expenditures will cover further upgrading of 
facilities and, possibly, two new restaurant outlets. Total capital expenditures in the 
current year are expected to amount to approximately $20,000,000. 


Despite some deferment this year in the Swiss Chalet and Harvey’s expansion pro- 
gram, our forward plans call for a continuing high level of restaurant expansion in the 
ensuing years to exploit those market areas across the country that we believe have 
potential. We are also optimistic about the growth and expansion opportunities of our 
other Cara businesses and anticipate that capital expenditures over the next few years 
will continue at current levels. 


Following several years of extraordinary growth of our airport and restaurant oper- 
ations, a deteriorating business climate in Canada and the U.S.A., coupled with a high 
level of interest rates, casts some shadows on the profit outlook in the current fiscal 
year. Softening of demand in most of our markets has been experienced in recent 
months. In addition, the large number of restaurants which opened in new markets 


late last year, and are opening in the first quarter of this year, will reduce Foodcorp’s 
profit during the first six months because not all of these outlets are profitable in the 
early months. 


In keeping with our objective of developing senior management strength as our busi- 
nesses evolve and expand, several senior appointments have been made during this 
past year. Mr. David B. Parkes, previously Vice-President of the Retail Stores divi- 
sion, was appointed President of Winco Steak N’Burger Restaurants Limited follow- 
ing the retirement of Messrs. Ben Winbaum and Jack Hurlbut, Chairman and 
President, respectively, and the founders of that business. Mr. Bruce D. Williams, who 
has had broad retail experience prior to joining the Company in October 1979, 
replaced Mr. Parkes as Vice-President of the Retail Stores division. In March of this 
year, Mr. William P. Dover joined the Company as Director of Restaurant Operations 
of the Urban Restaurant/Inn division and will assume more senior executive respon- 
sibilities later this year. 


Mr. Walter G. Fraser, Secretary-Treasurer, after a long and distinguished career with 
the Company, will retire in the fall of 1980. Mr. Glenn G. Parker, a lawyer with 
extensive legal experience in private practice, joined the Company in May 1980 as 
General Counsel and will assume the position of Corporate Secretary on the retire- 
ment of Mr. Fraser. 


We are continually grateful for the loyalty and enthusiasm of our expanding execu- 
tive and staff whose tireless efforts remain the single most important element in the 
success of this Company. 


A semi-annual dividend of 15¢ per share plus an extra dividend of 5¢ per share in 
respect of last year’s earnings were declared by the Board of Directors on June 5, 
1980. The combined dividends are payable on June 30, 1980 to shareholders of record 
June 16, 1980. 


Subject to confirmation by the shareholders, the Directors also have authorized the 
subdivision of each common share of the Company into one new common share and 
one new non-voting Class A share. The Class A shares and the common shares will 
rank equally for dividends and on any distribution of assets. The Class A shares will 
be convertible into common shares on a one-to-one basis in the event that a public 
offer is made for the common shares and Mr. Paul J. Phelan, the controlling share- 
holder, elects to accept such offer. The Class A shares will also have voting rights in 
certain circumstances. 


Application will be made to list the Class A shares on the Toronto Stock Exchange. 


Ba, Of we (OE 


J. Boyd Matchett 
President 


June 5, 1980 
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The past fiscal year was a very suc- 
cessful one in terms of increased 
sales, profit contribution and oper- 
ating effectiveness. 


A major realignment of responsi- 
bilities within several of our staff 


departments was accomplished, 
improving the effectiveness of our 
staff service departments to accom- 
modate future growth. 


During 1979 we followed up solidly 
on our commitment to training and 
upgrading of our management and 
supervisory personnel. A com- 
prehensive supervisory training and 
development program was designed 
specifically for our division’s super- 


visors by human resources devel- 
opment specialists and our own per- 
sonnel. All our division’s operating 
department heads and supervisors 
across Canada and from our Mil- 
waukee Flight Kitchen participated 


in this intensive development pro- 
gram with very encouraging results. 
Enriched follow-up programs are 
now being developed. 


We are grateful to our airline cus- 
tomers for their continuing support. 
Our division’s employees in all.areas 
of our activities made our out- 
standing performance in customer: 
service and operational efficiency 
possible. We very much appreciate 
their efforts. 


A supervisory training and development 
program session in progress in Vancouver. 


Vince Kennedy, our division’s Direc- 
tor of Sales and Marketing, well 
known and respected in the airline 
food service industry for over 30 
years, stepped down from his fuil 
time commitments to Cara as of 
March 30, 1980. We acknowledge 
and thank Vince Kennedy for his 
substantial contribution over the 
years to our division’s growth and 
success. 


Gunter Otto, Vice-President 


Au Lenninal Restaurant Ditsion 


The vigorous promotional activity by 
the domestic and foreign airlines in 
the last year substantially increased 
the volume of air travel in Canada, 
the United States and the Caribbean 
Islands. Consequently, the Air Ter- 
minal Restaurant Division enjoyed a 
brisk business throughout the year. 


Buoyant air travel, combined with 
the improved seating capacity of our 
food and beverage facilities helped to 
produce a growth in sales of approx- 
imately 17.1%. Other contributing 
factors were refinements in the con- 
cept of service, new and improved 
operating controls and the on-going 
management and staff development 
program. 


Major renovations and additional 
new facilities now under construction 
in Calgary and Vancouver will pro- 
vide us with increased seating capaci- 
ties and an improved level of service 
to the travelling public. 


Our continuing growth has necessi- 
tated a reorganization of our regional 
management structure and four 
regional managers have been 
appointed. We believe that this re- 
alignment of managerial responsi- 
bility will improve the efficiency of 
our supervision and control with 
emphasis on food standards and cus- 
tomer service. 


For the current operating year our 
focus will be in the area of marketing 
innovations and the continuing 
development of our younger staff. 


Despite the current softening of our 
national economy and projected fuel 


employee base operating within a 
good working environment should 
reflect in improved productivity, 
therefore enabling our division to 
maintain the quality and value of our 
Services. 


The recently opened Chieftain Lounge at Vancouver International Airport. 


cost increases, we believe that we can 
maintain and expand our share of 
the air travel market, although prob- 
ably at a more modest rate than in 
recent years. 


Mature management expertise com- 
bined with a relatively stable 


The management and staff of this 
division look forward with con- 
fidence to the challenges of an ever- 
changing business climate. 


John T. Argyris, Vice-President 


Urban Restaurant/Inm Division 


Sales and profits for the Urban Res- 
taurant/Inn Division exceeded 
planned divisional projections for the 
past fiscal year. 


Improved financial results were 
achieved at the Cara Inn, the restau- 


all planning has been completed for 
the renovations of the Whistle Stop 
snack bar and the York Pioneer res- 
taurant, to be effected by mid-1980. 


In the Montreal Central Station, a 
new restaurant and bar was opened, 


A major effort has been undertaken — 
in redefining the market positions of 
our twelve popular priced restau- 
rants. This program has resulted in 
new product development, new 
menus and a planned food and 


= iid esses, 


The interior of the Choo Choo Restaurant and Bar in Les Promenades de la Gare, Central Station, Montreal. 


rants in the Manulife Centre, Com- 
merce Court and Calgary Market 
Mall. 


Two major transit terminals—the 
Union Station in Toronto and the 
Central Station in Montreal—were 
the focal points of new facilities and 
renovation programs. 


In the Union Station, a new restau- 
rant/lounge was opened in the GO 
Transit Terminal and the coffee shop 
in the main concourse area was 
enlarged and renovated. In addition, 


in conjunction with the CNR, in the 
Promenades de la Gare retail area. 


The renovation of the Boulanger res- 
taurant in Toronto’s Manulife Centre 
completed a two year program in 
which all facilities, including the 
kitchen, have been completely reno- 
vated. Manulife Centre was the test- 
ing ground for the new Cremanco | 
restaurant management system 
which is currently operating success- 
fully in the Aquarius lounge and 
Boulanger restaurant. 


beverage promotional program 
including support advertising, all of 
which should result in greater public 
awareness and acceptance of our 
menu and services. 


Our personnel are an important fac- 
tor in improving the financial per- 
formance of the division, and with 
their continuing support we look with 
confidence to increased sales and 
profits in the new fiscal year. 


Daniel D. Phelan, Vice-President 


MNncCORSTeAke Neolneen westaurants! limited 


1979/80 was a year of change for the 
Winco Steak N’Burger division. 


Mr. Ben Winbaum and Mr. Jack 
Hurlbut, our Chairman and Presi- 
dent, respectively, made a personal 
decision to retire from Winco in 
order to pursue other business inter- 
ests. Mr. Winbaum founded the | 
Company in 1952 and was joined in 
1956 by Mr. Hurlbut. The Steak 
N’Burger and Rib O’Beef restaurants 
were established in Toronto and sub- 
sequently expanded into a successful 
chain operation in major centres in 
Eastern Canada. The Company 
became a wholly-owned subsidiary of 
Cara in 1976. We extend to Ben and 
Jack our sincere best wishes for the 
future. 


A soft economic climate and a recent 
slow-down in sales volume has led us 
to focus on menu innovation and 
revision, as well as a renewed effort 
to ensure “quality, value and service” 
in an attempt to minimize the impact 
of declining consumer activity. 


Plans to introduce an entirely new 
computer based restaurant manage- 
ment system have been completed 
and a successful prototype is in oper- 
ation. A restructuring of middle 
management functions, designed to 
improve the Company’s ability to 
meet today’s changing business envi- 
ronment and to provide for contin- 
ued growth in the future, was also 
completed. 


- to delay further expansion of the 


Another Steak N’Burger meal in preparation. 


Recent sales results from our new performing satisfactorily. We are 
restaurant in Waterloo have been looking also to Canada’s Eastern 
disappointing, causing management Provinces for future growth. 


Through the continued efforts of a 
dedicated staff, we are confident that 
Winco division will emerge from 
today’s difficult times as a healthy 
Expansion plans for Western Canada _and growing contributor to the Cara 
are maturing, built around our first organization. 


Steak N’Burger in Calgary, which is David & Parkes, President 


free-standing concept pending the 
development of a more acceptable 
format. 


o 


Cara Operations Limited 


Ven Year Financial Elistony. 


Wear Ended Niarch 31 
1980 1979 1978 1977 1976 
$ $ $ $ $ 
(000’s) (000s) (000’s) (000’s) (000’s) 
SALES 272,108 220,083 170,385 116,369 93,136 
% increase for the year 23.6% 29.2% 46.4% 24.9% 18.8% 
NET EARNINGS 10,412 7,558 4,753 *** 3476 2,999 
*EARNINGS PER SHARE _~_. $1.86 $1.35 $.85 Pee) $.46 
on weighted average : 
of shares outstanding 5,609,237 5,600,154 5,580,102 5,559,840 5,548,230 
1975 1974 1973 1972 1971 
$ $ $ $ $ 
(000’s) (000’s) (000’s) (000s) (000’s) 
SALES 78,378 70,500 56,296 48,191 44,221 
% increase for the year 11.2% 25.2% 16.8% 9.0% 15.9% 
NET EARNINGS cA 1621 2,041 1579 670 812 
*EARNINGS PER SHARE of d.22 $.37 $.28 dal2 $.15 
on weighted average 
of shares outstanding 5,546,721 5,544,855 5,516,016 5,507,307 5,500,134 


* Earnings per share and weighted average of shares outstanding adjusted for 3 for 1 stock split in November 1978 


** 1975 Earnings include Extraordinary Item of $150,000 or 3¢ per share 
*** 1977 Earnings include Extraordinary Item of $375,000 or 7¢ per share 


Consolidated Balance Sheet 


ASSETS 
1980 1979 
$ $ 
(000’s) (000’s) 
CURRENT ASSETS 
Cash and short-termunvestmentSvs: 4c oe: «ee eee eee 9,736 6,062 
Accounts receivables. j.ca-weaditien edn ee ee ee 10,044 8,292 
INVEMLOFIES 26 ei Sian 6 oi ats, BE ee ee ee eee 9,417 7,783 
PRePAaid, AMOUNUS 2... 8o Be 4 ho ais apc) her eaesioe 8 phases ele coe) Oe ee are ee 2,855 1,391 
32.052 23,528 
LONG-TERM RECEIVABLES 
Balances receivable on. sale ofcfranchisess sea), . eee 1,989 1,624 
Mortgages and notes receivable 4 pou, «5 o. cee ee eee ee 1,039 1,047 
3,028 2,671 
FIXED ASSETS (note 2) 
DS A0A Gh Sereeet posh pbs Riatee ih Rade wae, Sermatech oa vee 22,124 18,395 
111) 80 ee ee wa ee Renee ee RG OA | eit owe os 34,014 24,075 
EQuIPMCN tO 3.9 so8s cdr ae Aes Vee Bah DAR eee ee eee eee 42,451 31,691 
Eeascholdinterest:andimprovementS:5 5-40 9ese) ee er 16,414 S372 
115,003 89,533 
Accumulated depreciauion'and amortization. 2 eae eee 27,576 22yeon 
87,427 67,236 
OTHERZASSETS (M0tes3 ee aan eins ck ee 1,701 2,095 
GOODWILL IN BUSINESSES ACQUIRED (note 4)................... 17,922 18,410 
142,130 113,940 


Signed on behalf of the Board 


ond Se toa T Fay. Pleurto” 


Director Director 


March 31, 1980 


LIABILITIES 
1980 1979 
$ $ 
(000’s) (000’s) 
CURRENT LIABILITIES 
Bree LeGUCSS: (MOLE) i. ioe29 bw) k bal os eae Maa ee ase vw be hale OS: 5,740 O07 
mecounts payable and accrucd liabilities. . ...0. 46.0 beeen se ne gee inne e een 21,708 16,839 
EE SYEDS POSS URI Ee ee nC 3,265 2,313 
Ciacampotion ol long-term debt... 365 2.25 eae peer cee aios we wee es 1,886 1,568 
Prien pordon O1 Capital leases yo. Fos. eeu als oe re sae elas arose vie Ba 227 — 
32,826 22,697 
LONG-TERM PORTION OF CAPITAL LEASES (note 6).............. 1,371 — 
UNEARNED INCOME ON SALE OF FRANCHISES ................. 1,989 1,624 
ie NG R VIG DEB E, (NOt. 7). 8 cas) c. <2 oe ge oe Bete meee eee ee eee 72,080 47,326 
LONG-TERM DEBT WITH DEFERRED REPAYMENTS (note 8)...... 15,057 O15 
EEE RRED: TNCOME TAXES on cu ciao Garin coagee Use een es ee eens 4,297 4,207 
127,620 85,569 
SHAREHOLDERS’ EQUITY 
CAPITAL STOCK 
Authorized— 
9,000,000 common shares without par value 
Issued and fully paid— 
po09 O90. common: shares (note 10): 32. se ee ee oe 4,445 4,443 
REWAINED SEARNINGS cco icecteit oe ce Dain Breed bea ols cee ere ia a 10,065 23,928 
14,510 28,371 
142,130 113,940 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet of Cara Operations Limited as at March 31, 1980 and the consolidated statements 
of earnings, retained earnings and changes in financial position for the year then ended. Our examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at March 31, 1980 and 
the results of its operations and the changes in financial position for the year then ended in accordance with generally accepted 
accounting principles which, except for the change in the method of accounting for leases as referred to in notes I(e) and 6 to the 
financial statements, have been applied on a basis consistent with that of the preceding year. 


Toronto, May 22, 1980 COOPERS & LYBRAND 
June 5, 1980 (note 16) Chartered Accountants 


Consolidated Statement of Earnings 
for the year ended March 31, 1980 


EARNINGS 


GROSSIREVENUE (motel 4) gan ote ieee he ot on ee ae ees 
OPERATING AND ADMINISTRATIVE EXPENSES.................. 


MINORITY INTEREST IN EARNINGS OF 


SUBSIDIARY CORPORATION 3. eee eee eee eee 
NETSEARNINGS., 30h 5200 5.6 4 tae 1a ok ole Shige Oe ee 


NET EARNINGS PER SHARE 


CCU TSS ORY oye eee, Neh etd Ra sate ee ee Ona ee 


BALANCE—BEGINNING, OF YEAR C foc e. cote eee ee ee 
Net Cannings <.0. Wana eiet A ee males gies Wigs Na een Rr ry ane eee 


Purchase and cancellation of warrants (note 10(b))...................... 
Dividends: «siete. 5, ecche ph ar eR te Re Ate ig LO te EEE RC? 


1980 
$ 
(000’s) 


240,195 
205,468 
34,727 
6,126 
9,019 


40 - 


15,185 
19,542 

9,130 
10,412 


23,928 
10,412 
34,340 
22,592 

1,683 
24,275 
10,065 


1979 
$ 
(000’s) 


194,824 
168,181 
26,643 
5,901 
6,766 
12,667 
13,976 
6,372 
7,604 


46 
7,558 


$1.35 
$1.04 


Consolidated Statement of Changes in Financial Position 
for the year ended March 31, 1980 


CHANGES IN FINANCIAL POSITION 


FUNDS DERIVED FROM 
Operations— 
SIGH COTTE Gaia ey ARI er Gea eons rae man ao eae NEAT ag Ce A Aree Bare et 
Items not requiring an outlay of funds— 
IDepreciationrand amorizations..6'.91; wy tgs mrad es at see ae ets 
PCLCMECOMMCOMC LAKES picid 5 duces mire ee ty we ois os 4 esp Sas seh hs cea ores 


Reduction of investment in jointly controlled corporations ............... 
IPOS CLINE DER etn rem OMS rudd Goea ee rinG sae oy Maen Aine ee 


FUNDS USED FOR 
Redemption and provision for redemption of minority interest ........... 
eurchase.and-cancellation Of walrants «...g..cucu a caak es os bie eile ols oc sds sens 
MERC TIASC SOL IXCC ASSELS cites to as Mio Chl ee eke ites sacs 
Reductiomolone-term) debt s.mases nisivait noel ite eed aioe Sie ar cea 
|. 2A 10a Ae th ae gear rae Cy EC Pe a PPL ASR A PR Oe ace ri 


Other sie wile) (e} 16) ia; (0. (ere! @: 6 ‘01.6 6: (0.0) | 18) 1 108) 16,0" 6) (6) (0) 18) ‘1 \6 19 10! 8" Ge, © (0/16 .0) (0) ©) (ee Je) a (mia) e) le, 1 fe ellis: (6; 9! ‘s- @) +i.) 16 


DECREASE IN; WORKING CAPITAE a oo. ecccicistrtayela ona miotend's Seem ash ois 
WORKING CAPITAL—BEGINNING OF YEAR...................... 
WORKING CAPITAL DEFICIENCY (SURPLUS)—END OF YEAR ... 


(COE NESS a Se ei a ee ena edna COR ane Samo zony Bante rere me Pc 
Gurrent Habiities aos. seve ee tle Snes me eee GR A Payee date 
WORKING CAPITAL DEFICIENCY (SURPLUS)—END OF YEAR . 


10,412 


6,126 
90 

514 
17,142 
34,519 
51,661 


2292 
24,173 
3,053 
1,683 
E679 
86 
53,266 
1,605 
831 


127025 
S218 
1,008 


Cara Operations Limited 


Notes to Consolidated Financial Statements 
for the year ended March 31, 1980 


1. Accounting Policies 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


(g) 


(h) 


Basis of consolidation 
These consolidated financial statements of the corporation include the accounts of Cara Operations Limited and all its 
subsidiary corporations. The purchase method.is used to account for the consolidation of the subsidiary corporations. 


Translation of foreign currencies 
Assets, liabilities, revenues and expenses in United States dollars are converted into Canadian dollars at the rate of 
exchange prevailing at the year-end. Resultant unrealized gains are deferred and unrealized losses are expensed. 


Inventories 
Inventories are valued at the lower of cost and net realizable value. 


Depreciation and amortization 

Buildings 
Buildings having a cost of $25 million are depreciated at 5% per annum on the reducing balance method. Buildings 
having a cost of $8.9 million are depreciated on the straight-line method over the estimated useful life, generally 20 
years, or over the term of the land lease, whichever is the shorter. 


Equipment 
Equipment having a cost of $12.5 million is depreciated at 10% per annum on the reducing balance method. Equip- 
ment having a cost of $30 million is depreciated on the straight-line method over the estimated useful life, generally 
10 years. 


Leasehold interest and improvements 
Leasehold interest and improvements are depreciated on the straight-line method over the term of the lease plus the 
first renewal, if any. 


Leases 

Effective April 1, 1979, in accordance with generally accepted accounting principles, the corporation changed its method 
of accounting for leases entered into on or after that date. Previously, all leases were accounted for as operating leases and 
the related rental payments had been expensed as incurred. New leases are now classified as capital or operating. Where 
the corporation has substantially all the benefits and risks incident to the ownership of a property, the lease is classified as 
a capital lease. All other leases are classified as operating leases. The effect of not applying this change retroactively is 
disclosed in note 6. 


At the inception of a capital lease, a fixed asset and a liability are recorded at an amount equal to the lower of the present 
value of the minimum lease payments and the property’s fair value. Fixed assets resulting from the capitalization of 
leases are amortized on the same basis as other fixed assets. Rental payments under capital leases are apportioned 
between a reduction of the lease liability and the imputed interest expense. Rental payments on operating leases continue 
to be expensed as incurred. 


Investments in jointly controlled corporations 
Investments in jointly controlled corporations are accounted for on the equity basis. Since the results for the year of these 
corporations were not material, they are not disclosed separately. 


Amortization of goodwill in businesses acquired 

The purchase price excess (goodwill) arising on the acquisition of both Foodcorp Limited (Foodcorp) and Winco Steak 
N’Burger Restaurants Limited (Winco) is being amortized on a straight-line basis over 40 years. The goodwill relating to 
a previous acquisition is being amortized on a straight-line basis over 25 years. 


Franchised operations 
Income on the sale of franchises is recorded by Foodcorp on a cash basis as deposits and balances are collected. Under 
certain circumstances, Foodcorp may be required to repurchase franchises. A provision is made for this contingency. 


2. Fixed Assets 


1980 1979 
Accumulated depreciation 
Cost and amortization Net Net 
$ $ $ $ 
(000’s) (000’s) (000’s) (000’s) 
| BESTT ee Reet obec rae Reign tae 2224 = 22,124 18,395 
Buildings ............. Beier Bi Sees 34,014 4,501 29 543 20,673 
MANNING Fa. ewer ols oto ae ire cee Ae se 40,772 12 ae 23,495 17,720 
Equipment under capital 
leases (notes I(e)and6) ............ 1,679 58 1,621 _ 
Leasehold interest and 
improvements .................... 16,414 5,740 10,674 10,448 
115,003 212516 87,427 67,236 


The above amounts include fully depreciated assets which are still in use. Planned expenditures on fixed assets for the 
year ending March 31, 1981 amount to approximately $19,950,000 of which $5,400,000 has been committed. 


3. Other Assets 


1980 1979 
$ $ 
(000s) (000’s) 
Investments in jomtly controlled COrporatlons - 1... 25 eyes = wie ele sn vids kw times oe 1,074 1,461 
Detemedcharpes.and Other items hoc crs tases ie wets oe & Soe we eae ni 627 634 
1,701 2,095 
4. Goodwill in Businesses Acquired 
1980 1979 
Excess of cost 
over equity Accumulated 
acquired amortization Net Net 
$ $ $ $ 

(000’s) (000’s) (000’s) (000’s) 
FOOGCOLD tis rscane eae pe eon eh eee ar 15,081 1,004 14,077 14,453 
WED CO rte ce echt ns EP ypc ak 4,029 382 3,647 3,748 
Other acquisitions e470 os scat «oe ee 268 70 198 209 
19,378 1,456 17,922 18,410 


The amortization in 1980 was $488,000 (1979—$577,000). 


5. Bank Indebtedness 
As security for current bank indebtedness of $5,740,000 (1979—$1,977,000) the corporation has assigned certain book 
debts, mortgages and notes receivable, and balances receivable on sales of franchises. 


6. Long-Term Portion of Capital Leases 
Capital leases having rentals based on an average imputed interest rate of 11.6% per annum are calculated as follows: 


Minimum rental payments: (000’s) 
Year ending March Si U9815 oe oseierccscic.ces et eel atest oh eee eer 390 
1982) SES ia -as os 6 aa Aw dee SR ers ce tae ee ee eee 380 

198305 brs deliv wale sek foo wage eee eles er recta et eee eer 379 

LOBE esc vd Tice neue Shay Se Se ea eee ale ea a og ee eg 303 

1985.and SUbSEquents. 5.0 )22 a. tse pee oe ee eee ee 820 

22712 

Less: Imputedimterest:.0s sags. 'o acslaw a oe ale mo slewing anaes eee ee anee e e 674 
1,598 

Less: Current portion: s 5. 282 0 eieB Se Sanco ea cpes Cape Ok ee Mee enema 227), 
Long-term portion of capital leases .s.a5 oy. winnie wacieyee ote) im pete ere ee iREVA 


Retroactive effect has not been given to the capital leases in existence at March 31, 1979, all of which continue to be 
accounted for as operating leases. The effect of the capitalization of such leases would be to increase fixed assets by 
$12,628,000, liabilities by $10,496,000, and to decrease net earnings for the year by $44,000. 


7. Long-Term Debt 1980 1979 
$ $ 
(000’s) (000s) 
Bank loans and bankers’ acceptances er. Ying 252 5). ore oes ae eee eae see 58,750 36,289 


The bank holds the following as security: 

(a) general assignments of book debts, 

(b) hypothecation of all shares of the principal subsidiaries, and 

(c) demand debentures containing floating charges on all the assets of the corporation. 


The interest rate on the bank loans is prime plus 134% per annum. The fees on bankers’ 
acceptances vary between 4% and 12% per annum. The average rate of interest including 
fees on bankers’ acceptances, for the year ended March 31, 1980 approximated prime. 
Scheduled repayments on these loans and bankers’ acceptances over the next five years are 
as follows: 


Year ending March 31, $ 
(000’s) 
198] 500: 
1982 10,450 
1983 5,450 
1984 5,450 
1985 5,450 


The corporation has covenanted with the bank that it will maintain a minimum consoli- 
dated shareholders’ equity of $11 million until March 31, 1981 and $18,500,000 thereafter, 
increasing by $750,000 per year-end commencing March 31, 1982. 


Mortgages and mortgage bonds, at an average rate of 12% per annum, secured on land, 
buildings and equipment having an aggregate book value of $50 million. Repayments of 


principal over the next five years approximate $700,000 peryear ....................... 11,652 9,060 
Other mortgages, notes and financing contracts, at varying interest rates and maturity dates 3,564 3,545 
73,966 48,894 
Less; Current portion "2 hisses cmon Pag tes he ee ees REG sig, Oe 1,886 1,568 
72,080 47,326 
8. Long-Term Debt with Deferred Repayments 1980 1979 
$ $ 
(000’s) (000’s) 
10% unsecured notes, payable in ten equal annual instalments commencing on July 31, 1988 9115 ots 
10% unsecured notes payable to the parent company in 
ten equal annual instalments commencing on July 31, 1988 ......................0.. 5,342 = 


9. Commitments and Contingent Liabilities 
(a) Operating leases 
Minimum rentals, excluding rentals based on sales, aggregate approximately: 


Year ending March 31, $ 
(000’s) 
1981 10,252 
1982 10,161 
1983 10,340 
1984 10,115 
1985 9,706 


For the year ended March 31, 1980, rentals under all operating leases, including rentals based on sales, amounted to 
$17,771,000 (1979—$ 13,954,000). 

(b) Equity interest in Vaunclair 
The corporation has a 50.1% interest in the issued and outstanding shares of Vaunclair Purveyors Company Limited 
(Vaunclair) and has joint control along with the other shareholders of Vaunclair. After April 30, 1982, the corporation has 
the right and may be required to purchase the remaining shares of Vaunclair for a cash price based on a formula related to 
earnings, which price may not be less than $714,000, or greater than $1,214,000. 


10. Capital Stock 
(a) Stock Options 
39,700 unissued common shares are reserved for allotment under the corporation’s stock option plan and options on 5,800 
of these shares at a price of $1.13 per share were outstanding at March 31, 1980. These options expire June 17, 1980. 


During the year, options on 2,000 shares were exercised for a total of $2,260 cash. 


(b) Warrants 

Warrants entitling the holders thereof to purchase an aggregate of 1,845,000 common shares of the corporation at $2.83 
per share were issued July, 1977 to the then controlling shareholders of Foodcorp. On June 14, 1979 these warrants were 
purchased by Cara Holdings Limited, the parent company, for $21,217,500. On November 14, 1979, with the consent of 
the shareholders given at a general meeting held on that date, these warrants were purchased by the corporation at a cost 
of $22,592,234 and were immediately cancelled ea ace an equivalent charge against retained earnings. The funds for 
this purchase were obtained as to $17,250,000 by way of bankers’ acceptances and the balance of $5,342,234 was loaned to 
the corporation by Cara Holdings Limited on a long-term basis with interest at 10% per annum. 


A single warrant to purchase 150,000 common shares of the corporation at $3.33 per share, exercisable on or after July 31, 
1982, with an expiry date of July 31, 1997, was outstanding at March 31, 1980. 


11. Directors’ and Officers’ Remuneration 
The aggregate direct remuneration paid or payable for the year ended March 31, 1980 to the directors and senior officers 
of the corporation was $1,140,000 (1979—$874,000). 


12. Pension Plan 
At January 1, 1980 the unfunded liability for past service pension costs was $1,241,000. The unfunded liability will be paid 
over the next 5 years by annual instalments of $168,000 and over a further 4 years by annual instalments of $89,000 and a 
last instalment of $45,000. These amounts will be charged to earnings as paid. The vested portion of the unfunded liability 
amounts to $1,050,000. Current service pension costs have been provided for in accordance with actuarial determinations. 


13. Income Taxes 
A subsidiary corporation has losses carried forward for income tax purposes aggregating $823,000 expiring between 1980 


and 1986. 
14. Gross Revenue 1980 1979 
$ % $ % 

(000’s) (000’s) 

Foods beyerageand hotel a3 cee en aie et ae Sais 201,148 84 161,507 83 

Ie talistOres tae metres OAS pe rscecetece siete ot RRA et nee dee 32,196 13 27,593 14 

Beranchise OPeraonsns 2. ten ya to Sas es sear sarin aa 6,851 a2! 5,724 eS! 
240,195 100 194,824 100 


15. Comparative Figures 
Certain of the 1979 figures have been reclassified to conform with the current year’s presentation. 


16. Subsequent Event 
On June 5, 1980 the directors of the corporation, subject to confirmation by the shareholders, authorized the sub-division of 
each common share of the company into one new common share and one new non-voting Class A share. The Class A 
shares and the common shares will rank equally for dividends and on any distribution of assets. The Class A shares will be 
convertible into common shares on a | to | basis in the event that a public offer is made for the common shares and the 
parent company elects to accept such offer. The Class A shares will also have voting rights in certain circumstances. 


Directors 


Roger L. Beaulieu 


John W. Burrows 
Lawrence Hynes 

J. Boyd Matchett 
Richard C. W. Mauran 
Paul McLaughlin 
Paul J. Phelan 

R. E. Phelan 
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President, Travacon Limited, Calgary 

Partner, Fraser & Beatty, Toronto, Solicitors 
President, Cara Operations Limited 

Chairman, Foodcorp Limited 

Real Estate Consultant, Realco Property Limited, Toronto 
Chairman, Cara Operations Limited 

Consultant 

Vice President, Finance, Cara Operations Limited 
Tutor 

President, Foodcorp Limited 

Executive, Wood Gundy Limited, Toronto 


Officers 


Chairman of the Board 
President 
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J. Boyd Matchett 


Thompson M. Plewes 
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Vincent C. Kennedy 
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Chairman of the Board 
President 


Richard C. W. Mauran 
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Executive Vice President 

Senior Vice President 

Vice President, Swiss Chalet Division 
Vice President, Development & Secretary 
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